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Standing Committee on Health 
House of Representatives 
PO Box 6021  
Parliament House 
Canberra ACT 2600  
 
RE: Inquiry into Chronic Disease Prevention and Management in Primary 
Health Care 
 
Dear Mr Armstrong, 
 
Thank you for your invitation to provide a submission to the House of Representatives 
Standing Committee on Health inquiry into chronic disease prevention and management 
in primary health care. We will not attempt to address each of the terms of reference of 
the inquiry in detail, but will address those areas where we have especial expertise. In 
particular, the School of Medicine at the University of Wollongong is one of the few 
medical schools in Australia with both a rural focus and a strong multidisciplinary 
chronic disease research program, and our comments will reflect this perspective.  
 
Best practice in chronic disease management in Australia and 
internationally 
 
There is general agreement in the literature that the Chronic Care Model described by 
Wagner and colleagues, which incorporates patient self-management, education, 
behaviour change and multidisciplinary care,(1) is the most effective approach to 
chronic disease management (CDM) in primary health care.(2) However, 
internationally, there are a wide variety of funding and organisational approaches to 
CDM broadly based upon the Chronic Care Model. The experience from the UK indicates 
that pay for performance for CDM can improve CDM outcomes.(3) However, unintended 
consequences including a reduction in patient-centeredness and patient satisfaction can 
result, (3-6) indicating care needs to be taken to include patient-based measures in 
outcomes.  The Canadian experience from Ontario’s health funding reforms has 
suggested that blended payment models (fee for service and capitation/performance 
payments) can provide a favourable balance between productivity and quality in CDM 
measures in primary care.(7) In the USA, research from the Kaiser Permanente health 
insurance group indicates that better integration of primary health care and hospital 
services can reduce overall health related costs. (8) The Dutch experience in bundled 
payment for primary health care CDM, coupled with integrated information platforms, 
have demonstrated favourable CDM outcomes and reduced rates of hospitalisation.(9)   
 
Thus, international consultants McKinsey, who undertook the  recent Australian 
government funded Diabetes Care Trial, synthesised best practice from international 
experience of disease management programs and came to the following conclusions: 
programs needed to be sufficient size to achieve economies of scale; program structures 
 
 
and lines of responsibility for patient outcomes need to be clear and simple; programs 
need to have a patient focus; there needs to be transparency and effective use of 
information; and financial and non-financial incentives need to be used to align the 
interests of all stakeholders.(10) 
 
Some components of the above models are included in current Medicare funding e.g. in 
Service Incentive Payments, GP Management Plan and Team Care Arrangement 
Medicare items. However, there is significant scope for a more cohesive approach to 
primary health care funding policy in order to improve CDM outcomes in our 
population.  
 
Opportunities for the Medicare payment system to improve chronic 
disease management 
 
While components of Australian primary health care policy and funding have been 
informed by best practice in CDM, more work needs to be done. In addition to refining 
current policy to reflect best practice, three significant factors in chronic disease 
incidence and management, which have been left largely unaddressed in health policy, 
need attention. 
 
The first factor is that most chronic disease disproportionally affects those at greatest 
social disadvantage.(11) 
 
The second factor is that social disadvantage is unequally distributed, or clustered, 
geographically.(12) 
 
The third factor is that distribution of health care providers such as GPs, specialists and 
dentists, is unequal, with reduced proportions practising in areas of greatest 
disadvantage.(11) 
 
For example, Australian research demonstrates that the incidence of diabetes increases 
significantly in residents of more disadvantaged neighbourhoods.(13) Our own research 
in the Illawarra-Shoalhaven region demonstrates significant disparities in health risk 
indicators according to neighbourhood socioeconomic disadvantage. Consistent with 
nationally representative data,(14) in the Illawarra-Shoalhaven, women in the most 
disadvantaged neighbourhoods have twice the odds of being obese in comparison with 
women in the least disadvantaged neighbourhoods.(15) This may be even more 
accentuated in rural areas of the region.(15) This uneven distribution of disease risk is 
also associated with worse health outcomes. In the Illawarra-Shoalhaven, our work has 
identified significantly worse diabetes control in more disadvantaged 
neighbourhoods.(16) Our modelling indicates that as a result of the poorer control there 
are significantly higher rates of diabetic complications in the most disadvantaged 
neighbourhoods, which translates into increased health care costs.(16) According to our 
models, the most disadvantaged neighbourhoods incur twice the health care costs for 
myocardial infarction and microvascular disease due to diabetes that the least 
disadvantaged neighbourhoods incur.(16) Other research has indicated that similar 
disparities in health outcomes associated with area-level disadvantage occur across 
Australia, affecting rural health and also disadvantaged areas in major metropolitan 
 
 
areas.(12) Indigenous health disparities account for a significant component of these 
health inequalities.(12) Thus, there are clear social justice and economic imperatives for 
structuring health resource planning to reduce area-level socioeconomic health 
disparities.  
 
In contrast, current Medicare arrangements currently provide the same level of 
resources for primary health care CDM, via Medicare rebates and Medicare funded allied 
health consultation, regardless of the socioeconomic status of the community a primary 
care practice services. There is an urgent need for evaluation of Medicare incentive and 
resourcing models that close the gap between outcomes in the most disadvantaged and 
least disadvantaged communities. Given the significantly higher health care costs 
associated with poorer outcomes in disadvantaged areas, there is scope for long term 
cost savings from such investment. The restructuring of rural health workforce 
retention incentives according to the Modified Monash Model is to be applauded. 
However, there needs to be ongoing support for the training in, and retention of, 
medical, nursing and allied health professionals in rural and other areas of 
socioeconomic disadvantage if significant gains in CDM are to be made.(12) 
 
Opportunities for primary health networks and private health insurers  
 
In Australia, there is very poor integration between primary health care and public and 
population health. Rarely, if at all, do individual primary health care services work in 
concert with public or population health authorities on agreed targets for health 
outcomes for local regions. Neither are the population health impacts of individual 
practices on population chronic disease outcomes in local regions measured, evaluated, 
fed back to practices for quality improvement or incentivised. If primary health care is 
to achieve its potential in improving population health for chronic conditions, these gaps 
need to be rectified. Our research has demonstrated that Primary Health Networks 
(PHNs) offer a mechanism by which regional population health for chronic disease 
burden can be measured so that co-ordinated action across populations can be 
undertaken.(17) It is vital that PHNs are sufficiently resourced to build capacity for this 
work, as in most cases, there is a lack of extant population level data collection 
infrastructure to facilitate the role. 
 
There are also opportunities for private health insurers to assist in improving chronic 
disease outcomes. The experience of private insurer involvement in primary care 
funding in the Netherlands provides an example. The Dutch bundled payment scheme 
aimed to improve multidisciplinary collaboration, improve health care and also the 
affordability of health care for patients with chronic diseases, including diabetes care, 
chronic obstructive pulmonary disease care and vascular risk (18). Many studies have 
shown improvements in diabetic patient care through the bundled payment system (19-
22) and other outcomes including improvements in process, outcome and patient 
satisfaction indicators.(23) Thus, exploration of private insurer involvement in a similar 







Summary of recommendations: 
 
• The Australian Government should continue to refine Medicare according to 
best international practice to achieve a cohesive approach to primary health 
care CDM  funding 
• Geographic socioeconomic disadvantage should be included as a factor in 
primary health care funding policy 
• Training and retaining a rural health workforce needs to remain a key health 
policy priority 
• Health policy should aim to promote better integration of population health and 
primary health care  
• Primary health networks should be sufficiently resourced to undertake the 
significant task of population CDM health measurement and co-ordination 
• Private insurer participation in CDM should be investigated within an overall 
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